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Country Equity: Conceptualization and Empirical Evidence 
Abstract 
Despite considerable interest in the topic of country equity, attempts at its measurement 
have been scarce. This research contributes to the literature by providing a consumer-based 
measure for country equity, and it improves country equity measurement by addressing some 
of the limitations associated with previous approaches. This research also contributes to our 
understanding of this area by providing empirical evidence of the multidimensionality of the 
country equity construct. We define country equity from a consumer perspective, as the value 
endowed by a source country onto products originating from that country. We conceptualize 
country equity based on consumers’ memory based associations, using the associative 
network memory model, as a five-dimensional construct, comprising country awareness, 
macro country image, micro country image, perceived quality, and country loyalty. The paper 
reports the results of an empirical study of a sample of shopping mall consumers (N = 719) 
from Australia. The proposed model is tested in two product categories (cars and televisions). 
Results confirm the hypothesized five-dimensional structure. Our findings extend Aaker’s 
(1991) and Keller’s (1993) conceptualization of brand equity to country brands, as well as 
Yoo and Donthu’s (2001) consumer-based brand equity measurement to the measurement of 
country equity. The results have implications for government agencies, industry groups and 
firms interested in branding a country in target international markets. 
 
Keywords: Country equity, Country awareness, Macro country image, Micro country image, 
Perceived quality, Country loyalty 
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Country Equity: Conceptualization and Empirical Evidence 
The term brand equity refers to the value endowed by the brand name onto a product 
(Farquhar, 1989). The notion of brand equity has also been extended to countries, with 
researchers proposing the concept of country equity (Shimp, Samiee & Madden, 1993). 
Despite the increased attention received by country equity (e.g. Papadopoulos & Heslop, 
2002; Pappu & Quester, 2001), its conceptual underpinnings have yet to be adequately 
explained. For example, while many researchers have referred to country equity, empirical 
evidence has been scarce, and indeed, to the authors’ knowledge, is only limited to one 
empirical study (Zeugner-Roth, Diamantopoulos & Montesinos, 2008). Further, the rare 
attempts at country equity measurement exhibit some limitations. Moreover, there is no 
satisfactory conclusion regarding its dimensionality. Hence, the present study aims to fill 
these important gaps. 
The present study makes the following contributions. First, we confirm the 
dimensionality of the country equity construct and provide greater clarity regarding the 
number and nature of these dimensions. Specifically, we demonstrate that country equity is a 
five-dimensional construct, and that perceived quality is a distinct dimension of country 
equity, as suggested in the brand equity literature. We also establish that country awareness 
and country-of-origin associations are separate dimensions of country equity. While country 
image has been the focus of numerous country-of-origin studies, we examine the higher-order 
construct of country equity. The present research is also one of the first to examine the issue 
of country equity measurement from a consumer perspective. It extends brand equity theory 
(e.g. Aaker, 1991; Keller, 1993) to country branding, and applies consumer-based brand 
equity measurement (e.g. Pappu, Quester & Cooksey, 2005; Yoo & Donthu, 2001) to the 
measurement of country equity. We provide an improved conceptualization of country equity 
based on the associative network memory model (e.g. Anderson 1990; 1993) from cognitive 
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psychology. More importantly, our country equity measurement overcomes some of the 
methodological limitations associated with existing measurement. For example, we provide 
an absolute measure, thus overcoming the limitations associated with relative measures. We 
also improve content validity of the country equity measure by including both the macro and 
micro country image measures. Moreover, we use discriminant indicators for measuring 
country-of-origin associations. Finally, our results are based on data collected from a sample 
of actual consumers, unlike previous studies where student samples were used. 
Understanding country equity measurement is important for several reasons. Measuring 
and managing brand equity is considered essential for effective brand building (Aaker, 1991; 
Keller, 1993). High brand equity can lead to benefits such as increased bargaining power with 
channel members, higher customer loyalty, and the ability to launch brand extensions (Aaker, 
1991). Likewise, the management of its country equity could reap significant benefits for a 
nation, as a country’s brand equity may be transferable to other products and brands 
originating from that country (Kleppe, Iversen & Stensaker, 2002). For example, the equity of 
brands such as Toyota, which consumers typically associate with Japan, is likely to be 
affected by Japan’s own brand equity. Many countries typically offer more than one product 
category in their target international markets. In such a context, it would be helpful for 
exporters from a country, as well as for importing firms in its target markets, to develop a 
better understanding of the brand equity associated with the source country, in different 
product categories. Furthermore, high country equity could help firms from a given country to 
overcome entry barriers in foreign markets and to bargain with channel members. The present 
study aims to examine the dimensionality of the country equity construct and to improve its 
measurement. 
The paper is organized as follows. First, we review the relevant literature on country 
branding and identify the limitations associated with current country equity measurement. 
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Next, we conceptualize country equity based on the associative network memory model, and 
formulate an hypothesis. This is followed by a description of the empirical study undertaken 
to test this hypothesis. We discuss the theoretical and managerial implications in conclusion, 
and provide some directions for future research. Given some researchers’ use of the term 
country brand equity to refer to country equity (Zeugner-Roth et al., 2008), we use the terms 
‘country equity’ and ‘country brand equity’ interchangeably hereafter. 
 
1. Country branding 
Branding principles are considered applicable to other entities, such as retailers 
(Ailawadi & Keller, 2004), and have also been extended to countries. For example, the 
concepts of brand loyalty and brand personality have been extended to country brands with 
researchers discussing country loyalty (Paswan, Kulkarni & Ganesh, 2003), and country 
personality (d’Astous & Boujbel, 2007). Country branding refers to the strategy of using the 
name, logo and other branding elements to create a distinct identity for the country involved, 
with a view to differentiate the country and its offerings in target international markets. 
A review of the literature indicates an overwhelming support for the notion of country 
branding (e.g. Jaffe & Nebenzahl, 2001; O’Shaughnessy & O’Shaughnessy, 2000; 
Papadopoulos & Heslop, 2002), as evidenced by special issues (e.g. International Marketing 
Review) or even dedicated titles (e.g. Place Branding and Public Diplomacy), despite 
reservations expressed by some authors regarding this strategy (e.g. Fan, 2006; Ritson, 2004). 
Country branding is considered important not only for entering export markets but also for 
attracting tourists, foreign direct investment (FDI) and even talented people (Kotler & 
Gertner, 2002). Researchers have called for nations to launch their own country branding 
programmes to remain competitive in the international arena (Papadopoulos, 2004), and have 
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cautioned nations that do not engage in country branding against the risk of being re-
positioned by competitors (Gilmore, 2002). 
Country branding can generally be viewed from three perspectives. First, countries may 
attempt to improve their image as a tourist destination (Kotler, Haider & Rein, 1993). Second, 
countries can make efforts to develop their image as a favorable FDI location (Papadopoulos 
& Heslop, 2002). Third, countries may aim to develop a reputation or build an image, in 
foreign markets, as producers or manufacturers or designers or assemblers of quality products. 
This latter perspective is the one adopted in the present research and such efforts have been 
widely documented in the country-of-origin effects literature (e.g. Peterson & Jolibert, 1995). 
A country is like a corporation that produces many products (Papadopoulos & Heslop, 
2002). Hence, it may enjoy different equity profiles in different product categories across 
different markets. As a result, a country may have to develop a brand architecture (see 
Douglas, Craig & Nijssen, 2001) encompassing branding initiatives at the country level and at 
the individual product category level, across different foreign markets. However, it is 
important to maintain the ‘core essence of a brand’ in the international branding decisions (de 
Chernatony, Halliburton & Bernath, 1995). Applying this logic, it is important for a country 
to maintain the core essence of its brand in branding decisions made across different product 
categories and markets. Countries need to manage their product category portfolio in different 
markets just as multi-product corporations operating in different product categories across 
different markets must do, without losing their overall corporate image (Papadopoulos, 2004). 
Three key groups (i.e., government, industry groups and individual firms) play an 
important role in managing the branding of a country (Jaffe & Nebenzahl, 2001; 
Papadopoulos & Heslop, 2002). Some authors have expressed reservations regarding the 
ability of such diverse groups to achieve unity of purpose, as might be the case for a business 
corporation, in branding countries or places (e.g. Stone 1984). Recent evidence, however, has 
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been promising. A review of the literature provides numerous examples of these three groups 
employing country branding strategies with a view to achieve a variety of objectives, 
including enhancing country brand image and repositioning country brands (e.g. Jaffe & 
Nebenzahl, 2001; Kotler et al., 1993; Papadopoulos, 2004). The list of countries that have 
engaged in branding includes an array of diverse nations such as the USA, the UK, China, 
New Zealand, South Africa and Poland, amongst others. Current marketing practice also 
provides several examples of country branding initiatives being taken up at the firm level. For 
instance, Japanese brands such as Toyota, Mitsubishi and Honda engage in promotion in the 
Australian market aimed at developing favorable country-of-origin associations towards Japan 
and at enhancing the quality perceptions of Japanese brands. The degree of coordination 
among these key stakeholders, in their country branding effort, seems to vary. The efforts of 
these three groups tend to be (i) more coordinated in the domestic market than in the 
international markets, and (ii) less coordinated in branding the country as a producer or 
exporter compared to branding the country as a tourist destination (Papadopoulos & Heslop, 
2002, p. 307). 
The strategy of branding is commonly used by firms for differentiation. Successful 
branding is essential for the creation of important intangible assets such as brand equity. In 
fact, one of the major objectives behind a firm’s branding effort is to develop or enhance the 
equity of their brands. In a similar vein, country branding effort could be useful for creating or 
improving brand equity for the country involved. That is, country equity could be one of the 
important outcomes of the country branding strategy. While the notion of country branding 
was examined in this section, we review literature on country equity (or country brand equity) 
in the next section. 
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2. Country equity measurement and gaps in the literature 
Extant research suggests that country equity is some kind of value that consumers 
associate with the name of a country, though there is no consensus in the literature regarding 
the exact nature of such value. Shimp et al. (1993) were the first to mention ‘country equity’, 
and according to them, “country equity serves to disentangle the equity contained in a 
brand…from that contained in the country with which the brand is associated” (p. 328). Since 
then, several researchers have referred to, and/or used, the term country equity. For example, 
Pappu and Quester (2001) defined country equity as “the value endowed by the name of the 
country on to a product” (p. 258) whereas Kleppe et al. (2002) suggested that country equity 
is the impact of the country name on the brands and products from that country. Similarly, 
Papadopoulos and Heslop (2002, p. 295) stated that country equity is “the value that may be 
embedded in perceptions by various target markets about the country”. Maheswaran and Chen 
(2006), who use the term ‘nation equity’ to refer to country equity, have argued that “like 
brands, countries also have equity associated with them…that goes beyond product 
perceptions and may also have an emotional component” (p. 375). More recently, Zeugner-
Roth et al. (2008, p. 583) defined country brand equity as “the value added brought forth by 
the association of a product or brand with a given country name, as perceived by the 
individual consumer”. Researchers have also argued that country equity could be product 
category specific (Thakor & Katsanis, 1997). 
The extant literature also suggests that country equity is a multidimensional construct. 
For instance, according to Papadopoulos and Heslop (2003, p. 427), country equity refers to 
“a set of country assets and liabilities linked to a country, its name, and symbols”. 
Papadopoulos (2004, p. 43) stated that country equity reflects “real and/or perceived assets 
and liabilities that are associated with a country”. However, there is lack of clarity in the 
literature regarding the exact dimensionality of the country equity construct. Specifically, the 
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number and nature of country equity dimensions are not clear from previous studies. For 
example, Pappu and Quester (2001) suggested that country awareness, country associations, 
perceived quality and country loyalty are the four dimensions of country equity, whereas 
Zeugner-Roth et al. (2008) conceptualized country brand equity as a three-dimensional 
construct comprising country brand awareness/associations, perceived country brand quality 
and country brand loyalty. 
Furthermore, the role of country image in country equity measurement is also unclear 
from the literature. Existing consumer-based conceptualizations of brand equity (e.g. Aaker, 
1991; Keller 1993) suggest that brand image is part of brand equity. Applying this logic to 
country brands, country image should be part of country equity. This is the perspective 
adopted in this research. However, some researchers have considered macro country image 
and country equity as two distinct constructs while treating micro country image as part of 
country equity (e.g. Zeugner-Roth et al., 2008), whereas other researchers have considered 
country equity as part of country image (e.g. Kleppe et al., 2002). Given that country image 
has been a topic of interest for country-of-origin researchers for several decades, it would 
seem important, as well as timely, to empirically examine whether country image is a distinct 
construct or an integral part of country equity. 
The existing literature does not clarify whether country awareness and country-of-
origin associations are distinct dimensions of country equity. For example, Zugner-Roth et al. 
(2008), who adapted Yoo and Donthu (2001) consumer-based brand equity scale for country 
brand equity measurement, have combined country awareness and country brand associations 
into a single dimension, despite the fact that brand awareness and brand associations are 
conceptually different (Aaker, 1991). Yoo and Donthu (2001) themselves, along with other 
researchers who evaluated their brand equity scale (e.g.Washburn & Plank, 2002), advocated 
a research focus on the distinction between these two dimensions. Recent findings from the 
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brand equity literature suggest that ‘awareness’ and ‘associations’ are separate dimensions of 
brand equity (e.g. Pappu et al., 2005; Pappu & Quester 2006a). Hence, it is important to 
examine whether ‘awareness’ and ‘associations’ are distinct dimensions of country equity. 
Consumers are known to have associations towards countries both at the country-level 
and at the product level (Jaffe & Nebenzahl, 2001; Papadopoulos, 1993). Consequently, 
measures for the country-of-origin associations should include measures for macro country 
image and micro country image. However, all existing country equity measurement methods 
fail to capture the macro and micro country image dimensions. Furthermore, measures such as 
‘some of the characteristics of the brand come to my mind quickly,’ adopted from brand 
equity research for measuring country-of-origin associations, do not capture consumers’ 
associations towards a country. In light of these gaps in the current research on country equity 
measurement, the next section provides an improved conceptualization of country equity, 
based on the associative network memory model. 
 
3. Conceptual development and research hypotheses 
Consistent with current thinking, we hold that country equity is the value endowed by 
the name of the country onto products from that country. People might possess myriad of 
associations towards any given country and a country might enjoy different types of brand 
equity (e.g. as a tourism destination and as an investment location) in foreign markets. The 
present research focuses on the value associated with the name of a country, by consumers in 
its target markets, as a producer of products. Hence, we conceptualize a country brand’s 
equity based on a consumer or marketing perspective. 
We argue that a country derives equity mainly from sources such as consumers’ 
awareness of the country, consumers’ associations towards (or image of) the country, 
consumers’ perceptions of the quality of products from the country, and consumers’ loyalty 
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towards products from the country. We conceptualize country equity similar to Aaker’s 
(1991) brand equity. Aaker (1991, p. 15) defined brand equity as “a set of assets and liabilities 
linked to a brand, its name and symbol, that add to or subtract from the value provided by a 
product or service to a firm and/or to that firm’s customers”. Brand awareness, brand 
associations, perceived quality, brand loyalty and proprietary brand assets are the five brand 
equity dimensions proposed by Aaker (1991), of which the first four are considered important 
from a consumer-perspective in the branding literature, and constitute consumer-based brand 
equity (Cobb-Walgren, Beal & Donthu, 1995; Pappu et al., 2005; Yoo & Donthu, 2001). We 
define country equity as “the value endowed by the name of a country onto the products from 
that country, as reflected in the dimensions of country awareness, macro country image, 
micro country image, perceived quality and country loyalty”. While a country may derive 
brand equity from a number of dimensions, we focus only on the consumer-related 
dimensions in conceptualizing country equity. These five country equity dimensions mirror 
the consumer-based brand equity dimensions. Hence, country equity is conceptually similar to 
brand equity and can be conceptualized as a multi-dimensional construct, from a consumer 
perspective. Unlike Zeugner-Roth et al. (2008), who treated macro country image as an 
antecedent and micro country image a part of country equity, we consider both macro and 
micro country images to be part of country equity, capturing the country image dimension. 
 
3.1 The associative network memory model 
This conceptualization of country equity is based on the associative network memory 
model (ANM model hereafter). This model, which is rooted in cognitive psychology, aims to 
explain the nature of human intelligence and how people think (Anderson, 1990; 1993). This 
model provides a good basis for explaining the notion of country equity, and was used by 
Keller (1993) to explain the concept of customer-based brand equity. According to this model, 
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human semantic memory consists of networks, and each network is composed of several 
nodes (Anderson, 1976). The ‘nodes’ are stored information in memory (Keller, 1993), which 
are linked to each other in some way. That is, if a ‘country’ (e.g. Germany) is a node in 
consumer memory, then, there could be other informational nodes (e.g. engineering), which 
are linked to this ‘country’ node and serve as associations. 
Not only can there be associations, but the associations can have ‘direction’ and 
‘strength’. For example, the link between a pair of nodes could be unidirectional or bi-
directional. If the link between the two nodes ‘country’ (e.g. Japan) and ‘product category’ 
(e.g. cars) is bi-directional, the ‘country’ node will be activated when the ‘product category’ 
node is activated and vice versa. That is, consumers would recall the product category ‘cars’ 
when they think of Japan and vice versa. 
The links between nodes in memory also have ‘strength’. The activation of a node in 
memory leads to the activation of other linked nodes (Collins & Loftus, 1975). Whether or 
not the activation of a node leads to the activation of other linked nodes is believed to depend 
on the strength of association between the nodes. For example, activating a ‘country’ node  
(e.g. Japan/Afghanistan) might lead (or not) to the activation of the node ‘reliability’, 
depending on how strongly the attributes ‘country’ and ‘reliability’ are associated with each 
other. That is, the two nodes, ‘Japan’ and ‘reliability’ might be strongly associated with each 
other in a consumer memory, and the consumer might readily recall the association 
‘reliability’ whenever they think of ‘Japan’, whereas the same consumer might not think of 
‘reliability’ when they think of ‘Afghanistan’. Repeated exposure to two stimuli (e.g. country 
[Japan] and reliability) could lead to the activation of memory nodes representing those 
stimuli and an associative link between the two nodes (Klein, 1991). The definitions of 
individual dimensions of country equity are provided next. 
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 Country awareness For country equity to exist, consumers need to have some form of 
country awareness. Without country awareness, consumers are unable to have perceptions of 
quality, or country-of-origin associations or loyalty towards the country. We define country 
awareness as “consumer’s ability to recognize or recall that the country is a producer of 
certain product category”. This definition is similar to Aaker’s (1991) definition of brand 
awareness. Country awareness does not involve merely knowing of the country, but requires 
from consumers the ability to recall the name of the country when the product category is 
mentioned. That is, consumers would exhibit strong country awareness, when the link 
between the ‘country’ node and certain product category node is strong in their memory. 
In fact, most of consumers’ thoughts about countries are associated with product 
category level information. Consumers’ country image beliefs were found to be generalized at 
product category level (Agarwal & Sikri, 1996). A product’s country-of-origin information 
often activates a product category level knowledge structure in consumers’ minds (Hong & 
Wyer, 1990). As previously mentioned, consumers’ ‘product category-country’ associations 
could be bi-directional. That is, consumers might recall a product category when they think of 
a country and vice-versa. In other words, strong ‘product category-country’ associations 
indicate strong country awareness. 
Country-of-origin associations Consumers’ brand associations are known to contribute 
to the equity of brands (Keller, 1993). In a similar vein, we argue that country equity benefits 
from consumers’ country-of-origin related associations. Consumers’ country-of-origin 
associations are known to influence their product evaluations (Kim, 1995) and purchase 
decisions (Johansson, Ronkainen & Czinkota, 1994) and could even influence their investing 
decisions (Kotler & Gertner, 2002). Hence, we believe that country-of-origin associations 
contribute to the formation of country images in consumers’ mind and thereby contribute 
(either positively or negatively) to country equity. However, unlike researchers who suggested 
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that country equity is part of country image (e.g. Kleppe et al., 2002) or who considered 
macro country image as an antecedent and micro country image as part of country equity 
(Zeugner-Roth et al., 2008), we contend that country image is part of, and contributes to, 
country equity. 
An image is a set of associations organized in a meaningful way (Keller, 1993). Past 
research supports the notion that consumers have macro and micro country images (e.g. 
Papadopoulos, 1993; Pappu, Quester & Cooksey, 2007). That is, consumers have memory-
based associations towards countries at both country (macro) and product (micro) levels. 
Hence, we suggest that the ‘country-of-origin associations’ dimension is two-dimensional, 
and is better captured by the inclusion of macro and micro country images. For example, at 
the macro level, consumers may have associations such as ‘developed economy’ towards 
Germany whereas at the micro level, consumers may think that German products are ‘high on 
prestige value, but low on economy’ (Han & Terpstra 1988, p. 251). According to the ANM 
model, nodes such as ‘developed economy’ would be linked to the country node ‘Germany’ 
whereas nodes such as ‘prestige’ and ‘economy’ would be linked to the node ‘German 
products’ in consumer memory. 
We define ‘country-of-origin associations’ as descriptive, inferential and informational 
beliefs one holds in memory about a particular country, both at the product and the country 
level. This definition has been adapted from Aaker’s (1991) definition of brand associations 
and Martin and Eroglu’s (1993, p. 193) definition of country image. We define macro country 
image as the total of all descriptive, inferential and informational beliefs one has about a 
particular country. We define micro country image as the total of all descriptive, inferential 
and informational beliefs one has about the products of a given country. However, we 
conceptualize the micro country image specific to a given product category (e.g. televisions 
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and cars) similar to Roth and Romeo (1992), but unlike Pappu et al. (2007) who measured the 
‘overall’ or ‘general’ micro country image. 
Perceived quality Perceived quality is a brand association, which deserved elevation to 
the status of a separate brand equity dimension (Aaker, 1991). ‘Perceived quality’ is the 
perception of quality, rather than the objective quality, of the products from the country 
(Zeithaml, 1988). A large stream of the brand equity literature considered perceived quality as 
a dimension of brand equity. We define perceived quality as “customer’s perception of the 
overall quality or superiority of a product or service with respect to its intended purpose 
relative to alternatives” (Aaker, 1991 p. 85). Consumers have varying degree of perceptions 
of quality of products from different countries. For example, consumers might have better 
perception of quality of products from Germany or Switzerland than those from Surinam or 
Myanmar (Kotler & Gertner, 2002). According to the ANM model, nodes such as ‘consistent 
quality’ or ‘excellent features’ would be more strongly linked to a country node such as 
‘Germany’ than to country nodes such as ‘Surinam’ or ‘Myanmar’, in consumer memory. 
Hence, consumers might have higher perceptions of quality for Germany rather than for 
Surinam, in a given product category, such as automobiles. 
Country loyalty We conceptualized ‘country loyalty’ similar to ‘brand loyalty’ and 
‘store loyalty’. Consumers tend to be loyal towards a country, just as they are loyal to brands 
(Paswan et al., 2003). Loyalty has been defined both based on consumer attitudes as well as 
behavior (e.g. Aaker, 1991; Oliver, 1997). We define country loyalty as “the tendency to be 
loyal to a focal country as demonstrated by the intention to buy products from the country as a 
primary choice” in accordance with Yoo and Donthu (2001, p. 3), based on consumer 
attitudes. According to the ANM model, nodes such as ‘intention to buy’ and ‘primary 
choice’ would be strongly linked to country nodes such as ‘Japan’ or ‘Germany’, in consumer 
memory, more so than to country nodes such as ‘Vietnam’ or ‘Malaysia’ in a given product 
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category, such as automobiles. The preceding discussion leads to the following central 
hypothesis for this study. 
H: Country equity is a five-dimensional construct comprising the dimensions of: country 
awareness, macro country image, micro country image, perceived quality and country 
loyalty. 
 
4. Method 
4.1. Data collection procedures and sample 
The data were collected through a mall-intercept survey, in an Australian state capital 
city (Adelaide), where consumers were asked to complete a self-administered questionnaire. 
Adelaide is often used as a test market because of its representative nature. Trained research 
assistants were used for the data collection, and data were collected during different times of 
the day, and on different days of the week, as well as at weekends to ensure a greater 
representativeness of the sample. Respondents were approached in a CBD shopping precinct 
and asked to fill in the questionnaires in the shopping mall. 
Given the objectives of the study, we needed respondents who would be able to evaluate 
the three countries and two product categories included in this study. Hence, the survey 
population was identified as people between the ages of 18 and 70 who had been living in 
Australia for more than one year, and who have either used or purchased products from the 
selected categories. A convenience sample was drawn from a shopping mall: Every tenth 
shopping mall consumer was approached to complete the survey questionnaire. Shopping 
malls have been used as sampling frame in previous country-of-origin studies (e.g. Pappu et 
al., 2007). Of the 839 completed questionnaires, 30 were found to be incomplete and 
consequently discarded. Consumers’ country-of-origin perceptions are known to differ by 
their home country. Hence, it was necessary to have respondents from a given country. 
Therefore, a further 95 questionnaires from respondents not born in Australia and who had not 
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lived in Australia for at least one year, were eliminated from the analysis, yielding a final 
sample of 714. 
The sample provided a good cross section of the Australian population. The majority of 
the sample (85.2%) had lived in Australia for five or more years, with more than 79.9% living 
in Australia for 15 or more years. The proportion of male respondents (54.5 %) in the sample 
was higher than that of females, and above the national proportion (49.4 %). The sample was 
skewed towards the younger population, with 59.1% of respondents aged between 18 and 29, 
compared to the national population (16.4%) (Australian Bureau of Statistics, 2007b). This 
was deemed to represent the greater likelihood of younger consumers to engage in the sort of 
shopping available in this particular mall. Overall, the demographic composition of the 
sample was similar to that of mall-intercept samples used in previous country-of-origin 
studies conducted in Australia (e.g. Pappu, Quester & Cooksey, 2006; 2007). 
 
4.2. Selection of product categories and countries 
The study examined two durable product categories that most respondents were able to 
evaluate: cars and televisions. These two categories were different in terms of consumer 
involvement, price, and associated risk. Japan, South Korea and the USA were the three 
countries included in the present study, based on the results of a pilot study. The selected 
countries were such that they were associated with the selected product categories to varying 
degrees. The results of a pilot study, conducted using a sample of consumers at a shopping 
mall, indicated that Australian consumers associate Japan and the USA strongly, and South 
Korea to a lesser extent, with cars. Similarly, consumers associated Japan and the USA more 
strongly with TVs than they did South Korea. Products from these countries are familiar and 
available to Australian consumers. Our data demonstrated that most respondents had either 
used (Japan 88.8%; USA 64.4%; South Korea 57.8%) or purchased (Japan 71.5%; USA 
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49.1%; South Korea 42.5%) products from the two selected categories made in these 
countries. The majority of respondents were satisfied with their decision to purchase products 
from the selected countries (Japan 92.6%; USA 89.2%; South Korea 82.5%). A significant 
proportion of the respondents considered themselves to know more than “a fair bit about” the 
selected countries (USA 76.2%; Japan 52.7%; South Korea 22.2%). The selected countries 
are major trading partners for Australia. For example, merchandise imports from these 
countries into the Australian market during the year 2005-06 were worth billions of 
Australian dollars: $22.77 billion for the USA; $17.33 billion for Japan and $6.49 billion for 
South Korea (Australian Bureau of Statistics, 2007a). 
 
4.3. Data collection instrument  
We developed the survey instrument on the basis of a review of the country-of-origin 
effects and branding literatures and a pilot study with a convenience sample. The 
questionnaire was pretested using a judgment sample (n = 20) of actual consumers and it was 
subsequently revised to improve its readability and respondents’ understanding. The 
questionnaire included items for measuring country equity as well as questions on 
demographics. Two different versions of the questionnaire were used, one for each product 
category, and respondents were randomly assigned to one product category before rating the 
country equity measures for all three countries in the given product category. A Likert-type 
scale of 1 to 7 was adopted for all country equity measures, using the anchors ‘strongly 
disagree’ (1) and ‘strongly agree’ (7). We modified the semantic differential scales used by 
earlier country-of-origin effects researchers and constructed rating scales to measure the 
macro and micro country images. 
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4.4. Measures 
The objective of the present research was to adapt the concept of consumer-based brand 
equity to develop a measure for the equity associated with a country. Hence, we used scales 
empirically tested and used by several researchers in the areas of brand equity (e.g. Pappu et 
al., 2005; Washburn & Plank, 2002; Yoo & Donthu, 2001) and country-of-origin effects (e.g. 
Han & Terpstra, 1988; Pappu et al., 2007; Roth & Romeo, 1992). In fact, the measures used 
in the present research provide an improvement over other existing consumer-based brand 
equity scales (e.g. Pappu et al., 2005; Yoo & Donthu, 2001). All the measures used are 
considered reflective in nature, consistent with previous research. The items selected were 
checked for their relevance with a convenience sample of actual consumers, leading to certain 
items being reworded. 
The list of 35 original items included in the study is provided in Appendix A. While 
some of these sources, for example the country image dimensions, may look dated, it should 
be noted that numerous country image studies have adapted and validated these measures first 
proposed by Nagashima (1970; 1977) and Martin and Eroglu (1993). However, no consensus 
has emerged in the international marketing literature on the exact number or nature of country 
image dimensions (Agarwal & Sikri, 1996; Hsieh, Pan & Setiono, 2004; Laroche et al., 2005; 
Roth & Romeo, 1992). For example, Papadopoulos and Heslop (2002, p. 299) noted that 
country image consists of three country-related and four product-related constructs. Recent 
country image measurement studies reveal different number and types of dimensions for 
country image (e.g. Knight, Spreng & Yaprak, 2003; Parameswaran & Pisharodi, 1994). 
While a review of these papers is beyond the scope of the present study, it is important to note 
that the items included in the present study encompass measures used in recent research on 
country image measurement (e.g. Laroche et al., 2005; Pappu et al., 2007). Perhaps more 
importantly, they capture major country-of-origin associations. Furthermore, the present study 
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focuses on the measurement of the higher order construct, country equity, of which we argue 
that country image is but one component. 
We adapted four measures for country awareness from the areas of brand equity (Aaker, 
1991; Pappu & Quester, 2006a; Yoo & Donthu, 2001) and country-of-origin-effects 
(Nagashima, 1970, 1977). For example, for TVs, respondents were asked to indicate how 
much they would agree with the statements ‘Japanese TVs have recognizable brand names’ 
and ‘Japanese TVs are advertised widely’. As previously mentioned, country awareness refers 
to consumers’ ability to recall the country, rather than their mere knowledge of the country. 
The macro country image construct captures consumers’ country-level associations. We 
adapted macro country image measures originally developed by Martin and Eroglu (1993). 
Our 11 macro country image measures capture the political, economic and technological 
dimensions proposed by Martin and Eroglu (1993) (see Appendix A). These measures, 
recently validated in the Australian context, were found to be reliable (Cronbach’s α  .80), 
and the three country image dimensions proposed by Martin and Eroglu (1993) were found to 
load onto a higher-order macro country image (Pappu et al., 2007). Hence, we treated macro 
country image as unidimensional. 
The micro country image construct captures consumers’ product-level associations 
towards a country. There is no consensus in the extant literature about the dimensionality of 
micro country image. Some researchers have treated micro country image as a unidimensional 
construct (e.g. Roth & Romeo, 1992), whereas others have considered it a multidimensional 
construct (e.g. Han & Terpstra, 1988). In the Australian context, the three micro country 
image dimensions most commonly observed in the literature (e.g. innovation, design and 
prestige) were found to load onto a higher-order micro country image (Pappu et al., 2007). 
Hence, we treated micro country image as unidimensional and used 12 items for measuring 
this construct (See Appendix A), out of which eight items were adapted from the country-of-
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origin effects stream of research. For example, ‘innovative’, ‘quality workmanship’, and 
‘dependable’ are some of the measures included. These items, originally developed by 
Nagashima (1970, 1977) and subsequently used by numerous country-of-origin effects 
researchers (Roth & Romeo, 1992), capture the micro country image dimensions of 
‘innovation’, ‘design’ and ‘prestige’ commonly observed in the literature. These measures 
were found to be of sufficient reliability, with Cronbach’s α exceeding the value of .80 (Pappu 
et al., 2007). We also included other product-level associations such as ‘liking’, ‘trust’ and 
‘value for money’ from the branding literature, as suggested by Aaker (1991). 
For perceived quality, we adapted five items proposed by Aaker (1991) which were 
validated by other consumer-based brand equity researchers (e.g. Yoo & Donthu, 2001; 
Washburn & Plank 2002). Perceived quality is not the actual quality of products from the 
country but, rather consumers’ perception of quality of products from the country involved 
(Aaker, 1991). The item ‘reliable’ was used as a measure for both micro country image and 
perceived quality based on previous research. 
Measures for country loyalty were adapted from brand loyalty measures provided by 
Yoo and Donthu (2001). As previously mentioned, country loyalty was operationalized on the 
basis of consumer attitudes rather than on their behavior. Previous research in the country-of-
origin effects area offered similar conceptualization (Paswan et al., 2003). 
 
4.5. Analyses procedures 
First, exploratory factor analysis (EFA) was used for purifying the country equity 
scales. Each country equity construct was separately analyzed in the EFA, using principal 
components analysis. For each construct, six EFAs were conducted: three within each product 
category, one for each country. Overall, 11 items were dropped from the original pool of 35 
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items, based on the results of EFA.  Items were lost mainly from the macro country image 
and micro country image constructs during this purification process [1]. 
We then assessed the dimensionality of country equity using confirmatory factor 
analysis (CFA). Structural equation modeling (AMOS) was used for the CFA. The 24 items 
obtained from the EFA of the original pool of 35 country equity measures served as indicator 
variables in the CFA. We conducted six separate CFAs: three within each product category, 
one for each country. Each country equity dimension was operationalized as the average of 
the respondent’s rating on the Likert-type items loading onto it. 
We hypothesized a five-factor model in which ‘country awareness’, ‘macro country 
image’, ‘micro country image’, ‘perceived quality’, and ‘country loyalty’ were the dimensions 
of country equity. Perceived quality has been used as a dependent measure of country-of-
origin effects in several studies (Kotler & Gertner, 2002). Hence, it was important to examine 
whether micro country image and perceived quality are distinct, as a large body of research 
supports the notion that the equity consumers associate with an entity (e.g. brand, retailer) 
comprises four dimensions, namely: awareness, associations, quality and loyalty (e.g. Cob-
Walgren et al., 1995; Pappu et al., 2005). Consistently with this approach, we too propose that 
these four dimensions contribute to country equity. However, based on the country-of-origin 
effects literature, we argue that the ‘associations’ dimension is in fact two-dimensional, 
comprising macro and micro country images. Hence, we propose a five-dimensional structure 
for country equity. 
The measurement models were estimated based on a covariance matrix. The models 
were estimated using the maximum likelihood estimation method, which is known to perform 
reasonably well under a variety of less-than-optimal conditions, such as small sample sizes or 
excessive kurtosis (Hoyle & Panter, 1995). The final parameter standard errors were 
estimated through bootstrapping. No offending estimates (e.g. negative variances, correlations 
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larger than one in magnitude and covariance matrices which were not positive definite) were 
present, hence the goodness-of-fit of the confirmatory factor models was assessed next. This 
led to the further elimination of five items exhibiting less than acceptable standardized 
loadings, to improve the fit: one from the factor perceived quality (e.g. ‘durable’), two from 
each of the constructs micro country image (e.g. ‘proud to own’ & ‘high status’), and macro 
country image (e.g. ‘technological research’ and ‘producer of high quality’). We summarize 
the results of the six CFAs conducted to examine the dimensionality of country equity, using 
the 19 remaining items, in the following section. 
 
5. Results 
The hypothesized loading structure for the final model is shown in Figure 1. Two 
indicator variables were available for the construct country awareness whereas five indicator 
variables were available for macro country image. Four variables served as indicators for each 
of the constructs micro country image, perceived quality and country loyalty. One loading per 
construct was set to the value of 1.0, to make each construct scale invariant. Furthermore, the 
item ‘reliable’ was made to load only on the factor perceived quality in the final model, as it 
had failed to load on micro country image in the previous step. The means, standard 
deviations and correlations of the latent variables are all presented in Table 1. 
-------------------------------------------- 
Insert Figure 1 & Table 1 about here 
-------------------------------------------- 
 
The five-factor model was supported by various measures of fit. The Chi-square 
values for both cars and televisions were statistically significant at p < .001 (see Table 2). The 
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model exhibited good fit to the data for both cars and televisions, as indicated by the values of 
a range of fit evaluation criteria (e.g. GFI ≥ .9; RMSEA < .08; TLI > .9; CFI > .9). 
-------------------------------------------- 
Insert Table 2 about here 
-------------------------------------------- 
 
We assessed the parameter estimates of the measurement model, after establishing that 
the hypothesized model fitted the data reasonably well for all countries. Correlated factors 
were hypothesized in the model. The parameter estimates are summarized in Table 2, which 
show that all indicator variables loaded upon their hypothesized factors in a statistically 
significant (p< .001) manner, indicating convergent validity. Closer examination of the results 
supported the notion that the model also exhibited satisfactory levels of reliability, 
discriminant and construct validity. 
Reliability All five country equity dimensions met the accepted cut-off value of .7 for 
Cronbach’s alpha (Nunnally, 1978). The composite reliability estimates for each country 
equity dimension also exceeded the suggested level of .7 (Bagozzi and Yi, 1988), for both 
cars and televisions (See Table 3). All country equity dimensions, except one, exceeded the 
suggested level of .5 (Bagozzi and Yi, 1988) for variance extracted. However, the variance 
extracted by the macro country image construct, for Japan in the televisions category (.45) 
and for South Korea in the cars category (.47), was closer to -but less than- the value of .5. 
Overall, our results indicated acceptable reliability for all dimensions of country equity. 
-------------------------------------------- 
Insert Table 3 about here 
-------------------------------------------- 
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Discriminant validity We examined discriminant validity using the procedure 
recommended by Bagozzi et al. (1991) and conducted a series of CFAs. For every pair of 
constructs in the measurement model, we tested whether a two-factor model would fit better 
than a single factor (constrained) model. Chi-square difference tests indicated that, in all 
cases, the fit for the two-factor model was significantly better than the fit for the single factor 
(constrained) model (See Table 4). These results provide support for discriminant validity. 
-------------------------------------------- 
Insert Table 4 about here 
-------------------------------------------- 
 
Construct validity We assessed the construct validity of our country equity measure 
by examining the relationship between country equity and consumers’ satisfaction with 
products from the country. We computed an overall measure of country equity to establish 
construct validity. A second-order CFA in which country awareness, perceived quality, macro 
country image, micro country image and country loyalty are the five dimensions of the 
higher-order multidimensional construct of country equity, yielded an acceptable model fit to 
the data for the three selected countries and across the two selected product categories [2]. 
This suggests that the five country equity dimensions, together, form a higher order construct, 
namely ‘country equity’. Hence, we obtained a country equity score, for each country, by 
averaging scores on the five country equity variables. Customer satisfaction with a brand is 
known to be positively associated with the equity which consumers associate with that brand 
(Pappu & Quester, 2006b). Extending this logic to countries, one would expect consumers 
highly satisfied with products from a country to report higher levels of country equity than 
their less-satisfied counterparts. We conducted regression analysis with customer satisfaction 
as the dependent variable and country equity as the explanatory variable. The results showed 
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that our country equity measure is indeed a significant predictor of customer satisfaction, at 
p< .001 level, for both cars (R
2
: Japan .24; South Korea .27; USA .17) and televisions (R
2
: 
Japan .12; South Korea .17; USA .15), demonstrating construct validity. 
Factor comparison We then compared the factors that emerged from each of the three 
countries using conventional methods as well as multiple-group analysis. As shown in Table 
2, similar variables loaded onto similar factors to a similar degree for all three countries in 
both product categories. The coefficient of congruence values for all three countries in both 
product categories were nearer to +1.0, indicating that the factors revealed by the three 
countries had nearly perfect similarity (Rummel, 1970). The coefficient of congruence is a 
conventional method of establishing the invariance of factor structure. Thus, our results 
clearly indicated that the same set of factors emerged across the three countries in both 
product categories. 
We examined measurement equivalence across the three countries using multiple-group 
analysis (MGA) as suggested by Steenkamp and Baumgartner (1998), for each product 
category. We tested the proposed five-factor country equity CFA model for cars, using data 
from all three countries simultaneously. Only the factor structure was constrained across the 
three countries, whereas all loading estimates were freely estimated for each country. The 
resulting fit indices for the model were adequate (2 [426] = 970.6, p< .001; CFI = .947; 
RMSEA = .039) indicating factor structure invariance or configural invariance across the 
three countries. We then tested another five-factor country equity CFA model on all three 
countries simultaneously, after constraining the loading estimates to be equal across the three 
countries. Though resulting fit indices for this model were adequate (2 [454] = 1015.1, p < 
.001; CFI = .945; RMSEA = .038), the change in chi-square between the two models was 
significant, indicating factor loading or metric non-invariance among the three countries (2 
[28] = 44.4, p = .025). According to Steenkamp and Baumgartner (1998), full measurement 
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invariance seldom holds. Hence, they recommend that researchers ascertain instead whether 
partial measurement invariance holds well. Upon relaxing constraints on one of the items (e.g. 
‘dependable’) across the three countries (2 [452] = 1004.4, p < .001; CFI = .947; RMSEA = 
.039), partial metric invariance was supported (2 [26] = 33.8, p = .141). 
We repeated the MGA for televisions. We tested the same five-factor country equity 
CFA model, using data from all three countries simultaneously, in the case of televisions. 
Again, only the factor structure was constrained across the three countries, whereas all 
loading estimates were freely estimated for each country. The resulting fit indices for model 
were adequate (2 [426] = 1179.6, p < .001; CFI = .925; RMSEA = .041) indicating factor 
structure invariance or configural invariance across the three countries. We then tested 
another five-factor country equity CFA model on the three countries simultaneously. The 
loading estimates were constrained to be equal across the three countries. The resulting fit 
indices were adequate (2 [454] = 1235.1, p < .001; CFI = .927; RMSEA = .041), but the 
change in chi-square between models was significant, indicating factor loading or metric non-
invariance among the three countries (2 [28] = 55.6, p = .001). 
 
6. Discussion, implications and directions for future research 
6.1. Theoretical implications 
Our primary objective was to adapt the concept of consumer-based brand equity to the 
measurement of country equity. We also aimed to examine the dimensionality of the country 
equity construct. The method used in the present study involved subdividing country equity 
into five dimensions, namely country awareness, macro country image, micro country image, 
perceived quality and country loyalty. The hypothesized five-factor model fits the data well 
for all three countries and across the two product categories. The overall results of the 
confirmatory factor analyses demonstrated that country equity was a five-dimensional 
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construct. Our measure for country equity demonstrated reliability as well as convergent, 
discriminant and construct validity across three countries and two product categories. Hence, 
our central hypothesis was fully supported. 
The results of the present study are consistent with the conceptualization of Pappu and 
Quester (2001), supporting the prevailing notion that country equity is a multidimensional 
construct (e.g. Iversen & Hem, 2001; Papadopoulos, 2004; Papadopoulos & Heslop, 2003). 
Empirical evidence regarding the dimensionality of country equity is scarce, with only one 
previous study (e.g. Zugner-Roth et al., 2008) attempting to measure country equity, despite 
considerable interest in the concept. Our present study, one of the first studies providing and 
empirically testing a measure for consumer-based country equity, provides a better 
explanation of the sources of country equity. It uses the ANM model from cognitive 
psychology as a conceptual platform, and contributes to our understanding of country-
branding by drawing from the literatures on country-of-origin effects and brand equity. In 
particular, our findings extend Aaker’s (1991) and Keller’s (1993) conceptualization of brand 
equity to country brands and Yoo and Donthu’s (2001) notion of consumer-based brand 
equity. 
Another contribution of the present study is enhanced clarity regarding the 
dimensionality of the country equity construct. The five-dimensional construct found in this 
research encompasses the four country equity dimensions proposed by Pappu and Quester 
(2001), namely country awareness, country associations, perceived quality and country 
loyalty, and reflects the four consumer-based brand equity dimensions (awareness, 
associations, perceived quality and loyalty) proposed in the brand equity literature (e.g. Pappu 
et al., 2005; 2007). Unlike Zeugner-Roth et al. (2008) who developed a country equity 
measure also derived from Yoo and Donthu’s (2001) brand equity scale but who reported 
only three country equity dimensions (i.e., country awareness/ associations, perceived quality 
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and loyalty), our results showed country awareness to be a distinct dimension of country 
equity. Our results are also consistent with recent findings from the brand equity literature 
which observed ‘awareness’ and ‘associations’ as separate dimensions of brand equity (e.g. 
Pappu et al., 2005; Pappu & Quester 2006a). Hence, it is important for future researchers to 
examine whether ‘awareness’ and ‘associations’ are distinct dimensions of country equity. 
Our results show that perceived quality is a distinct dimension of country equity, supporting 
Aaker’s (1996) assertion in relation to brand equity. Perceived quality has been used as a 
dependent measure of country-of-origin effects in several studies (Kotler and Gertner, 2002). 
However, our results suggest that micro country image and perceived quality are two distinct 
dimensions. 
Our study also offers methodological improvements over existing country equity 
measurement approaches. For example, we included two different sets of measures (micro 
country image and macro country image) to measure country-of-origin associations. The 
results support the view that consumers have associations towards countries both at the 
country-level and at the product level (Jaffe & Nebenzahl, 2001; Papadopoulos, 1993). 
Further, we used discriminating indicators for the ‘country-of-origin associations’ construct. 
Measures such as ‘some of the characteristics of the brand come to my mind quickly’, 
adopted from brand equity research, do not capture consumers’ country-of-origin associations 
very well. Also, and importantly, our sample comprised actual (non-student) consumers, 
enhancing the external validity of our findings. Another advantage of our method is that it 
provides an absolute measure for country equity which avoids the limitation associated with 
relative country equity measures (e.g. Zeugner-Roth et al., 2008). Finally, the present study 
measured country equity for the product categories of cars and televisions using an Australian 
consumer sample,  complementing previous country equity measurement from other countries 
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(e.g. Spain) using different product categories (e.g. jeans, sport shoes, and fast food 
restaurants). 
 
6.2. Managerial implications 
While a desired brand and corporate image can be achieved through effective branding 
strategies, mainly under the control of the marketer, country branding is not entirely under the 
control of individual firms. Two other key types of players, government and industry groups, 
have an important role to play in managing the branding of a country (Jaffe & Nebenzahl, 
2001; Papadopoulos & Heslop, 2002). Hence, our results have implications for these three 
groups responsible for managing a country’s brand equity through effective country branding 
in the domestic market and target international markets. Our improved measure can enable 
managers from these three groups to better measure, track and manage country equity. 
The emphasis of most of the country-of-origin research has been on country image. For 
example, researchers have argued that, “countries with no image or only a vague image in 
specific target markets need coordinated marketing activities to establish some knowledge of 
the country” (Kleppe et al., 2002, p. 65). Our results support the notion of a higher order 
construct (country equity) which encompasses country image. Hence, we go a step further and 
advocate that countries undertaking marketing efforts in target international markets should 
aim to enhance consumer perceptions not only of country image, but also of specific country 
equity dimensions (e.g. perceived quality and country loyalty). Furthermore, such country 
equity management initiatives may be applicable not only to countries with negative images, 
but also to countries with a positive image seeking to sustain or improve it in given target 
markets. 
Research in branding has established that advertising and marketing communications 
are helpful in building brand equity (e.g. Aaker, 1991; Keller, 1993). The same applies to 
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country branding. Given that five key dimensions contribute to country equity, our results 
have implications for agencies responsible for developing a country’s brand equity by 
promoting the country and its products in international markets. Specifically, such agencies 
should work toward: (i) generating awareness for the country; (ii) developing favorable 
associations towards the country; (iii) improving target consumer perceptions of quality of the 
country and (iv) enhancing target consumer loyalty towards the country, for relevant product 
categories, with a view to cultivate country equity in target international markets. 
Furthermore, our results show that country awareness, country-of-origin associations and 
perceived quality are distinct dimensions of country equity. Hence, managers should aim to 
manage consumer perceptions of all these dimensions, since superior performance on one 
these dimensions does not mean similar high performance on the others. 
Nations are increasingly competing against one another and are striving to devise 
sources of competitive advantage (Kotler & Gertner, 2002). We believe that the measurement, 
tracking and management of country equity would be valuable for countries seeking to 
succeed in external markets, as well as for determining their degree of success in such 
markets. Just as brand equity is considered useful in gauging the health of a brand (Aaker, 
1991), country equity could serve as a metric measuring the success of a country and its 
products in given target markets. Country equity management would be useful to exporters, as 
exporting firms could leverage their country’s brand equity, just as they exploit the equity of 
their brands (Samiee, 1994). Countries with high brand equity levels in a product category 
might also be able to leverage such equity in other related product categories, just as brands 
can leverage equity with brand extensions into some product categories deemed congruent. 
Researchers have argued that brands from countries with negative images, as well as 
less popular brands, could benefit by manufacturing their products in countries with positive 
equity (Kim, 1995). The country equity framework, and the measurement approach we 
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advocate, would assist manufacturers in identifying manufacturing locations with high equity 
levels. Furthermore, country branding efforts of key stakeholders (government, industry 
groups and individual firms) in the domestic market, though more coordinated than in 
international markets (Papadopoulos & Heslop, 2002), seem to be typically focused on 
boosting the sales of local products through ‘buy-local’ campaigns. Hence, our country equity 
framework is not confined to international markets, but could be extended to domestic 
markets with a view to help improve long term assets such as country equity. 
 
6.3. Limitations and directions for future research  
Despite its conclusive nature, this study presents some limitations which must be 
addressed by future research. For example, only three countries and two product categories 
were included. Hence, replications with different product categories, countries and consumer 
populations would increase the generalizability of our results. Results of such empirical work 
would benefit international marketers wanting to track the brand equity of their country in 
different contexts. In particular, future studies should include and contrast developed and 
developing countries, or industrialized vs non-industrialized nations. 
Given that our sample included a large proportion of 18 – 29 age group, the current 
findings may not be generalizable to the whole Australian population. Examining a range of 
product categories, including low involvement products, would also be useful to support any 
further generalization of our findings, as would replicating the study in other national 
contexts. Future researchers should seek to establish cross-cultural equivalence of our 
measurement scale and detect differences across different national groups. This would 
increase the validity and generalizability of the measurement scale. 
The present study used measures for micro country image that were considered ‘general 
enough’ to represent both the durable product categories included in the present study. 
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However, measures for the micro country image dimension should ideally be product 
category specific, since consumers are likely to possess product category-specific country-of-
origin associations. Therefore, researchers in this area may seek to use product-category 
specific micro country image measures identified through exploratory research. 
As highlighted by Maheswaran and Chen (2006), the various dimensions of country 
equity (or nation equity) are likely to have emotions and the related cognitive appraisal 
dimensions in the domain of country-of-origin effects. Accordingly, the development of a 
country equity measurement scale which can also capture the emotion-based attitudinal 
dimensions would be a contribution to the literature in brand management and international 
business [3]. 
High equity is believed to help brands in launching brand extensions (Völckner and 
Sattler, 2006). In a similar vein, strong equity in a given product category might provide 
country brands with opportunities for extensions into other categories. In fact, some empirical 
evidence exists that country image is helpful and may extend to other product categories 
offered by the country (Agarwal & Sikri, 1996). Future studies could examine whether high 
country equity levels, in a given product category, can extend to related product categories. 
Further directions for research may also include the examination of the relationship 
between consumers’ animosity towards a country (e.g. Klein, Ettenson & Morris, 1998) and 
their country equity perceptions of the country involved. For example, Chinese consumers’ 
brand equity perceptions of Japan might be affected by their animosity towards Japan. While 
animosity may not drive consumers’ “product attribute judgments or quality” (Klein, 2002, 
pp. 346-347), it could negatively affect consumers’ country loyalty, and thereby their country 
equity. Recent research shows that cultural distance between a firm’s home country and the 
host country affects the firm’s foreign market entry decisions (Quer, Claver & Andreu, 2007). 
Future research could examine if cultural distance affects the brand equity consumers 
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associate with a country. Furthermore, consumer ethnocentrism (Shimp & Sharma, 1987) is 
known to influence consumer attitudes towards importing products (Javalgi et al., 2005). 
Likewise, consumer ethnocentrism may influence the equity associated with a country (Moon 
& Jain, 2002), with highly ethnocentric consumers associating lower equity with a foreign 
country compared to their low ethnocentric counterparts. Such research would help integrate 
the concept of country equity into the main stream of research in international marketing.  
Importantly, we believe that the valid measure of consumer-based country equity proposed in 
this present study is a necessary and fundamental step towards advancing research in any of 
these directions. 
 
Notes 
1. The results of exploratory factor analyses have not been included because of space 
constraints, but are available from the first author upon request. 
2. The results of second-order CFA analyses have not been included because of space 
constraints, but are available from the first author upon request. 
3. We thank one of the anonymous reviewers for this suggestion. 
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Table 1 Means, standard deviations and correlations of latent constructs 
Cars  Televisions 
 Japan  Japan 
 M SD F1 F2 F3 F4 F5  M SD F1 F2 F3 F4 F5 
F1 5.97 1.1
4 
(.81)      5.55 1.24 (.78)     
F2 5.90 .96 .66 (.87)     5.67  .95 .51 (.82)    
F3 5.51 1.0
7 
.71 .67 (0.87
) 
   5.45 1.07 .79 .50 (.85)   
F4 5.60 1.0
1 
.61 .53 .93 (.87)   5.55  .97 .67 .53 .92 (.85)  
F5 3.87 1.5
7 
.36 .19 0.57 .60 (.87)  4.21 1.45 .51 .37 .64 .66 (.86) 
                
 USA  USA 
 M SD F1 F2 F3 F4 F5  M SD F1 F2 F3 F4 F5 
F1 5.23 1.4
8 
(.73)      4.41 1.64 (.88)     
F2 5.80 .97 .28 (.83)     5.66 1.10 .17 (.97)    
F3 4.90 1.2
2 
.62 .43 (.90)    4.69 1.08 .68 .44 (.86)   
F4 5.00 1.2
0 
.60 .42 .93 (.91)   4.80 1.13 .51 .40 .85 (.90)  
F5 3.20 1.7
4 
.40 -.10 .49 .53 (.93)  3.47 1.58 .63 .01 .53 .55 (.91) 
                
 South Korea  South Korea 
 M SD F1 F2 F3 F4 F5  M SD F1 F2 F3 F4 F5 
F1 4.69 1.4
9 
(.84)      4.26 1.42 (.81)     
F2 4.54 4.5
4 
.44 (.84)     4.74 1.08 .50 (.87)    
F3 3.94 3.9
4 
.13 .46 (.88)    4.35 1.06 .71 .53 (.85)   
F4 4.15 4.1
5 
.17 .42 .92 (.90)   4.53 1.04 .65 .53 .91 (.88)  
F5 2.79 2.7
9 
-.05 .07 .62 .59 (.90)  3.49 1.41 .59 .23 .66 .66 (.89) 
Notes: F1 = Country awareness, F2 = Country image (macro), F3 = Country image (micro), F4 = 
Perceived quality and F5 = Country loyalty. Figures in the brackets show the Cronbach’s  values. 
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Table 2 Results of CFA: Fit statistics and standardized parameter estimates 
 
 Cars Televisions 
(i) Fit statistics J USA SK J USA SK 
N 307 293 250 386 330 327 
χ2(142) 300.6 341.0 329.0 358.7 424.5 396.3 
p .001< .001< .001< .001< .001< .001< 
GFI .907 .895 .875 .908 .882 .885 
NFI .916 .917 .891 .906 .909 .905 
CFI .954 .949 .934 .941 .937 .936 
RMSEA .060 .069 .073 .063 .078 .074 
 Cars Televisions 
(ii) Standardized Parameter Estimates* J USA SK J USA SK 
Country awareness       
X1 Products from this country are advertised widely
 a
 .75 .85 .91 .75 .85 .83 
X2 Can recognize brand names from this country .87 .66 .76 .82 .92 .84 
Country image (macro)       
X3 Industrialization
 a
 .75 .72 .63 .64 .84 .62 
X4 Developed economy .79 .84 .78 .75 .89 .84 
X5 Literate .78 .64 .66 .64 .59 .79 
X6 Free-market system .69 .69 .74 .68 .76 .81 
X7 Democratic .72 .68 .62 .63 .77 .76 
Country image (micro)       
X8 Trust
 a
 .78 .85 .77 .73 .73 .72 
X9 Quality workmanship .86 .89 .87 .83 .84 .85 
X10 Innovative .72 .85 .72 .75 .82 .79 
X11 Dependable .76 .78 .82 .73 .78 .77 
Perceived quality       
X12 Very good quality
 a
 .77 .81 .83 .61 .74 .82 
X13 Excellent features .75 .83 .77 .79 .86 .77 
X14 Consistent quality .80 .88 .81 .81 .86 .79 
X15 Reliable .81 .84 .84 .79 .87 .82 
Country loyalty       
X16 Will not buy products from other countries, if I 
can buy the same item made in this country 
a
 
.68 .83 .76 .75 .82 .72 
X17 Preferred choice .85 .88 .84 .83 .84 .81 
X18 Feel loyal .78 .88 .86 .72 .85 .86 
X19 First choice .86 .91 .89 .82 .88 .86 
Notes: *All standardized regression weights are significant at p< .001, based on 2000 bootstrap 
resamples; 
a 
These loadings were fixed to the value of 1.0 during the estimation process. J =Japan, SK 
= South Korea and USA = United States of America. 
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Table 3 Results of CFA – Evidence of construct reliability 
 Cars  Televisions 
 Japan USA South Korea  Japan USA South Korea 
Factor CR AVE CR AVE CR AVE  CR AVE CR AVE CR AVE 
F1 .80 .67 .74 .59 .82 .70  .77 .62 .88 .79 .82 .70 
F2 .86 .56 .84 .52 .82 .47  .80 .45 .88 .60 .88 .59 
F3 .86 .61 .91 .71 .87 .64  .85 .58 .87 .63 .86 .61 
F4 .86 .61 .91 .71 .89 .66  .84 .57 .90 .70 .88 .64 
F5 .87 .63 .93 .77 .90 .70  .86 .61 .91 .72 .89 .67 
Notes: CR = Composite reliability; AVE = Average variance extracted. 
F1 = Country awareness, F2 = Country image (macro), F3 = Country image (micro), F4 = Perceived 
quality and F5 = Country loyalty. 
 
Table 4 Results of CFA – Evidence of discriminant validity 
Factors 
Δχ2 (Δdf)a 
Cars Televisions 
Japan USA South Korea Japan USA South Korea 
CA & CI Macro 92.6(1)* 102.3(1)* 128.2(1)* 128.7(1)* 317.6(1)* 163.3(1)* 
CA & CI Micro 73.6(1)* 60.8(1)* 160.2(1)* 49.4(1)* 181.0(1)* 95.8(1)* 
CA & PQ 103.2(1)* 65.6(1)* 159.1(1)* 93.4(1)* 250.1(1)* 121.7(1)* 
CA & CL 152.2(1)* 214.1(1)* 164.6(1)* 133.4(1)* 214.1(1)* 141.4(1)* 
CI Macro & CI Micro 222.3(1)* 389.1(1)* 262.5(1)* 310.9(1)* 501.4(1)* 400.6(1)* 
CI Macro & PQ 353.7(1)* 390.0(1)* 291.2(1)* 299.2(1)* 439.9(1)* 439.9(1)* 
CI Macro & CL 586.1(1)* 523.7(1)* 372.6(1)* 416.3(1)* 661.7(1)* 686.4(1)* 
CI Micro & PQ 21.1(1)* 34.1(1)* 34.3(1)* 24.2(1)* 101.5(1)* 31.1(1)* 
CI Micro & CL 327.5(1)* 595.5(1)* 266.6(1)* 283.2(1)* 434.2(1)* 275.5(1)* 
PQ & CL 295.1(1)* 548.7(1)* 326.9(1)* 260.0(1)* 568.8(1)* 284.5(1)* 
Notes: 
aThe figures reported in the table are Δχ2 values between a two factor model and a one-factor 
model. Figures in brackets are Δdf values between a two factor model and a one-factor model. 
*p< .001; CA = Country awareness, CI Macro= Country image (macro), CI Micro= Country image 
(micro), PQ= Perceived quality and CL= Country loyalty.  
 
 
Running Head: Country Equity: Conceptualization and Empirical Evidence 
Pappu and Quester (2010) - International Business Review Paper 44/47 
Figure 1 Country Equity – Path Diagram for the Five-Factor CFA Model 
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Appendix A Measures used in the main empirical study 
 
Dimension 
Measure adapted from 
Country awareness 
Nagashima (1970; 1977) 
 Televisions made in country Y are advertised widely a 
 I can recognize brand names from country Y 
Pappu & Quester (2006a) 
 I have heard of country Y* 
Yoo & Donthu (2001) 
 Some characteristics of country Y come to mind quickly* 
Macro country image 
Martin and Eroglu (1993) 
 Country Y has a high level of industrialization 
 Country Y has a highly developed economy  
 People in country Y are highly literate  
 Country Y has a free-market system  
 Country Y is a democratic country 
 Country Y has a high level of technological research* 
 Country Y is a producer of high quality televisions* 
 Country Y offers its people high standard of living* 
 Labor costs are high in country Y* 
 Country Y has a welfare system* 
 Country Y has a civilian non-military government* 
Micro country image 
Nagashima (1970; 1977) 
 Televisions made in country Y have quality workmanship 
 Televisions made in country Y are innovative 
 Televisions made in country Y are dependable 
 I would be proud to own Televisions made in country Y* 
 Televisions made in country Y are high status* 
 Televisions made in country Y are expensive* 
 Televisions made in country Y are upmarket* 
 Televisions made in country Y are technically advanced* 
Aaker (1991) 
 I trust country Y as a producer of televisions 
 I like country Y* 
 Televisions made in country Y offer value for money* 
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Measures used in the main empirical study (continued) 
 
Dimension 
Perceived quality 
Aaker (1991) 
 Televisions made in country Y are of very good quality 
 Televisions made in country Y have excellent features 
 Televisions made in country Y are of very consistent quality  
 Televisions made in country Y are very reliable 
 Televisions made in country Y are very durable* 
 
Country loyalty 
Aaker (1991) 
 Country Y would be my preferred choice for televisions 
Yoo & Donthu (2001) 
 I will not buy a television made in other countries, if I can buy the same product made in country Y 
 I consider myself loyal to buying televisions from country Y  
 Country Y would be my first choice for televisions  
Notes: 
a ‘Each version of the questionnaire included a different product category (cars/televisions). 
b
 ‘Y’ was replaced by the name of the country in the questionnaire. 
c 
The items were presented in a random order in the questionnaire so as to avoid any order bias. 
* Items that were eliminated based on the results of EFA and CFA. 
 
